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Methods and Standards for Establishing Payment Rates - Inpatient Hospital Care
2.5100 Identification of Outlier Claims

Each claim that is eligible for an outlier payment, will be tested to determine
whether it meets the cost and/or day outlier criteria. If the claim does not
qualify as either a cost or a day outlier, the standard DRG payment will be made
to the hospital, unless the claim falls under one of the categories discussed in
subsections 2.5400 through 2.5720 and another method is used for computing

payment .
2.5110 Testing for Cost Outlier

The covered charges on the claim will be multiplied by the pre-established
Medicaid cost to charge ratio for the hospital (subsection 2.4700) to estimate
the cost of the claim. If the estimated cost is higher than the cost outlier
limit established for the DRG which has been assigned to the claim, a cost
outlier payment will be made to the hospital in addition to the standard DRG
amount .

2.5120 Testing for Day Outlier
If the covered length of stay on the claim is higher than the day outlier limit

established for the DRG that has been assigned to the claim, a day outlier
payment will be made to the hospital in addition to the standard DRG amount.

2.5130 Example of Testing for Outlier
Data
Hospital Data: Group Payment Rate $ 2,836
Cost to Charge Ratio .78
Claim Data: Covered Charges $39,760
Covered Length of Stay 50 days
DRG Data: DRG Weight 4.2294
Cost Outlier Limit $32,899
Day Outlier Limit 67 days
Daily Rate $ 503
Adjustment Percentage .60

Computation/Comparison

Testing for Cost Outlier:
Estimated Cost of Claim Covered Charges x Ratio

$39,760 x .78

= $31,013

Compare With Cost Outlier Limit $32,899

MAY 16 2003

TN# 02-24 Approval Date Effective Date 01/01/03 Supersedes TN#_00-23



KANSAS MEDICAID STATE PLAN

Attachment 4.19-A
Page 24

Methods and Standards for Establishing Payment Rates - Inpatient Hospital Care
Section 2.5320 continued

Total Claim

Payment = Standard DRG Payment + Outlier Payment
= $11,995 + $1,811
= $13,806

2.5330 Simultaneous Cost and Day Outlier Payment

If a covered general hospital inpatient stay is determined to be both a cost
outlier and a day outlier, the reimbursement will be the greater of the
amounts computed for cost outlier and day outlier.

Example of Payment for Simultaneous Cost and Day Outlier:

Data

Total Claim Payment for Cost Outlier....$13,774 (subsection 2.5310)
Total Claim Payment for Day Outlier..... $13,806 (subsection 2.5320)
Analysisg

The higher of the two amounts, $13,806, will be the reimbursemept
amount for the claim which meets both cost outlier and day outlier
criteria.

2.5400 Payment for Transfers

When a recipient is transferred during a covered general hospital inpatient
stay from one hospital to another hospital, or to a psychiatric or
rehabilitation wing of the same hospital, the reimbursement to all hospitals
involved in the transfer(s) will be computed as follows.

2.5410 Transferring Hospital (s)

The reimbursement to each transferring general hospital shall be the DRG daily
rate for each covered day of stay. Total payment to each transferring
hospital shall be no greater than the standard DRG amount, except where the
transferring hospital is eligible for cutlier payments.

2.5420 Discharging Hospital
The discharging general hospital shall be reimbursed the standard DRG amount.
If the claim qualifies as an outlier, the discharging hospital shall be

eligible for an outlier payment based solely on the length of stay at the
discharging hospital.
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